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MEMORANDUM 
 

The Public Advocates Office at the California Public Utilities Commission (Cal 1 

Advocates) examined requests and data presented by San Jose Water Company (SJWC) 2 

in Application (A.) 21-01-003 (Application) to provide the California Public Utilities 3 

Commission (Commission) with recommendations that represent the interests of 4 

ratepayers for safe and reliable service at the lowest cost. This Report is prepared by 5 

Niamh Murphy.  Ting-Pong Yuen is Cal Advocates’ project lead for this proceeding. 6 

Mukunda Dawadi is the oversight Program & Project Supervisor, and Angela Wuerth is 7 

the legal counsel. 8 

Although every effort was made to comprehensively review, analyze, and provide 9 

the Commission with recommendations on each ratemaking and policy aspect of the 10 

requests presented in the Application, the absence from Cal Advocates’ testimony of any 11 

particular issue does not constitute its endorsement or acceptance of the underlying 12 

request, or the methodology or policy position supporting the request.  13 
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EXECUTIVE SUMMARY 

I. Introduction 1 

This Report presents Cal Advocates’ analysis and recommendation of SJWC’s 2 

Non-Tariff Products and Services (NTP&S) for Test Year (TY) 2022 and escalation years 3 

2023 and 2024. NTPS&S are products and services the utility offers that use excess 4 

capacity, such as excess labor or multi-purpose real estate, to generate additional revenue 5 

that then gets shared between ratepayers and shareholders. 6 

II. Summary of Recommendations 7 

A. Chapter 1: Non-Tariff Products and Services 8 

The Commission should authorize $1,035,656 in annual NTP&S revenue to be 9 

allocated to SJWC ratepayers in Test Year (TY) 2022 and escalation years 2023 and 10 

2024, which is a 22% increase over SJWC’s projection of $848,379. The Commission 11 

should also disallow $144,152 in total annual SJWC labor expense estimates caused by 12 

NTP&S and develop a long-term solution for the Cupertino lease’s labor issue. 13 
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CHAPTER 1: NON-TARIFF PRODUCTS AND SERVICES 
 

I. Introduction 1 

Non-Tariff Products and Services (NTP&S) uses excess capacity, such as excess 2 

labor or multi-purpose real estate, to generate additional revenue that then gets shared 3 

between ratepayers and shareholders. California Public Utilities Commission 4 

(Commission) Decision (D.)11-10-034 instituted standardized rules for the treatment of 5 

NTP&S and affiliate transactions. NTP&S revenue sources can be classified as active or 6 

passive, each with a different ratepayer revenue allocation, as determined in Commission 7 

NTP&S Rules.  8 

SJWC identifies seven sources of NTP&S used to generate additional revenue. 9 

These seven revenue sources include antenna leases, backflow testing for the South Bay 10 

Water Recycling Program (SBWRP), maintenance services for the City of San Jose 11 

Municipal Water System, miscellaneous services for the City of San Jose Municipal 12 

Water System, Meter Shop testing services, Homeserve contracts, and operations and 13 

maintenance (O&M) for the City of Cupertino’s water system lease.1 The City of 14 

Cupertino 25-year water system lease expires in 2022.2 Appendix A of  D.11-10-034 15 

delineates the rules for water utilities regarding NTP&S. These rules supersede D.00-07-16 

018, which came before it.3 17 

II. Summary of Recommendations 18 

The Commission should authorize $1,035,656 in annual NTP&S revenue to be 19 

allocated to SJWC ratepayers in TY 2022 and escalation years 2023 and 2024 which is a 20 

22% increase over SJWC’s projection of $848,379. The Commission should also 21 

disallow $144,152 in annual SJWC labor expense estimates and develop a long-term 22 

 
1 Workpaper (WP) 8-16 
2 Attachment 1-5, City of Cupertino Water System Lease 
3 D.10-10-019, pg 83 
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solution for the Cupertino lease’s labor issues. These two changes benefit SJWC 1 

customers by correctly allocating their ratepayer portion of the annual NTP&S revenue 2 

that is split between ratepayers and shareholders. SJWC customers are also protected 3 

from funding NTP&S activities through rates paid for tariffed water services. Table 1-1 4 

below compares SJWC’s proposed ratepayer share of annual NTP&S revenue for TY 5 

2022 and escalation years 2023 and 2024 with Cal Advocate’s recommended ratepayer 6 

share of annual NTP&S revenue. Table 1-2 shows yearly total NTP&S labor expenses 7 

that violated the Commission’s NTP&S rules and the average of annual labor expense 8 

totals that should be removed from future expense forecasts. 9 

Table 1-1: NTP&S Annual Revenue Ratepayer Share Comparison 10 

SJWC Proposed 
Revenue 

Cal Advocates 
Proposed 
Revenue 

Cal Advocates 
Proposal as % 

of SJWC 
Proposal 

$848,379 $1,035,656 122.1% 
 11 

Table 1-2: Total NTP&S Labor Expense Reduction ($) 12 

Year 
Cupertino 

Lease 
All other NTP&S Total 

2017 $55,436.12  $104,722.49  $160,158.61  

2018 $10,965.85  $141,511.90  $152,477.75  

2019 $29,906.29 $121,643.83 $151,550.12 

2020 $12,856.85 $99,566.07 $112,422.92 

Average $27,291.28 $116,861.07 $144,152.35 

 13 

III. Discussion 14 

A. NTP&S Revenue Ratepayer Share Calculation 15 

SJWC’s NTP&S revenue ratepayer share calculations inappropriately undercount 16 

NTP&S revenues to be shared with customers and are inconsistent with the 17 
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Commission’s NTP&S rules and D.18-11-025 adopting SJWC’s prior GRC settlement. 1 

SJWC’s calculations use averages to estimate the future revenue of each revenue source 2 

under contract. However, SJWC does not use the same number of years to calculate the 3 

average of each of SJWC’s seven NTP&S revenue sources. Six of SJWC’s NTP&S 4 

revenue sources use a 5-year average, while one, Homeserve, uses a 2-year average.4 The 5 

number of years used to calculate the average revenue for each NTP&S should be 6 

standardized to 5 years for all revenue sources.5 Using a consistent methodology to 7 

calculate NTP&S revenues provides a more accurate and transparent revenue forecast. 8 

D.18-11-025, which adopted SJWC’s previous General Rate Case (GRC) settlement, 9 

determined that Homeserve’s revenue is passive,6 which is not reflected in SJWC’s 10 

current revenue calculation. The current NTP&S Rule X.C.2 states that ratepayers receive 11 

30% of passive revenue sources. Using SJWC’s Workpaper (WP) 8-16 as a template, Cal 12 

Advocates standardized the revenue averages to 5 years for all revenue sources and 13 

changed Homeserve’s ratepayer revenue allocation from 10% to 30% in accordance with 14 

D.18-11-025.7  15 

SJWC’s ratepayer revenue calculation method is also inconsistent with NTP&S 16 

Rules because SJWC neglected to allocate the first $100,000 of total annual NTP&S 17 

revenue to ratepayers. NTP&S Rule X.C.5 states: 18 

For those utilities with annual Other Operating Revenue (OOR) of  19 
$100,000 or more, revenue sharing shall occur only for revenues in excess  20 
of that amount. All NTP&S revenue below that level shall accrue to the  21 
benefit of ratepayers. 22 
 23 

SJWC’s calculations underestimate the amount of revenue the company should 24 

share with its customers and are inconsistent with NTP&S rules. To fix this error, Cal 25 

Advocates recalculated the NTP&S revenue that SJWC must share with customers to 26 

 
4 CH 8, WP 8-16 
5 For new revenue sources that don’t yet have 5 years of revenue data, the average should consist of all of 
the years revenue that are present. 
6 D.18-11-025, Appendix A, pg 5 
7 Attachment 1-2, WP 8-16 Adjusted 
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include the first $100,000 of revenue sharing, in accordance with the Commission’s 1 

NTP&S rules. This correction increases the total ratepayer annual revenue portion from 2 

$848,120 to $1,035,656.8 Calculating the correct NTP&S revenue ratepayer share 3 

benefits SJWC customers. 4 

The table below summarizes the NTP&S revenue ratepayer share adjustments for 5 

TY 2022 and Escalation Years 2023 and 2024: 6 

Table 1-3: NTP&S Annual Revenue Ratepayer Share Comparison 7 

SJWC Proposed 
Revenue 

Cal Advocates 
Proposed 
Revenue 

Cal Advocates 
Proposal as % 

of SJWC 
Proposal 

$848,379 $1,035,656 122.1% 
 8 

B. NTP&S Labor Hours Reported  9 

SJWC underreported the total amount of employee hours spent on NTP&S labor 10 

in its GRC application. SJWC is in violation of NTP&S Rule X.B.3.a, which states: 11 

 A utility may only offer on the open market the following products and services: 12 
… 13 
3. Products and services that are offered on a non-tariffed basis (NTP&S) and that   14 
meet the following conditions: 15 
a) The NTP&S utilizes a portion of the excess or unused capacity of a 16 
utility asset or resource 17 
 18 
SJWC is permitted to use excess employee hours to perform NTP&S activities that 19 

benefit both SJWC’s customers and its shareholders by generating more revenue to offset 20 

SJWC’s operating expenses. SJWC’s GRC application provided some number of NTP&S 21 

employee hours worked but failed to include the number of hours related to the 22 

company’s Cupertino Operations and Maintenance (O&M) NTP&S agreement. SJWC’s 23 

responses to Cal Advocates’ Data Requests included hourly logs of SJWC employees. 24 

SJWC’s employees’ hourly logs show that SJWC exceeded the amount and type of labor 25 

 
8 Attachment 1-2, WP 8-16 Adjusted 
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that is permitted for NTP&S activities.9 SJWC’s employees’ overtime worked to 1 

complete NTP&S labor is disallowed under Commission rules, as it is not excess labor. 2 

Additionally, any overtime SJWC labor worked on regulated services as a result of 3 

working regular time for NTP&S activities is similarly disqualified because it was not 4 

worked in excess of the labor that SJWC requires to function. 5 

To reach this conclusion, Cal Advocates tabulated the amount of SJWC’s 6 

employees’ reported NTP&S overtime worked. Next, the total overtime worked for each 7 

employee was extracted from SJWC’s employee hourly logs and compared to the amount 8 

of labor done for NTP&S activities using regular time. If the employee worked any 9 

overtime, Cal Advocates extracted and totaled the amount of overtime caused solely by 10 

NTP&S activities regular time worked. This was calculated for years 2017 to 2020. The 11 

following tables denote the amount of labor that should be reduced from SJWC expenses 12 

(in hours and dollars), as it is in violation of Commission D.11-10-034 Rule X.B.3.a 13 

which requires that NTP&S activities be performed using solely the excess capacity of a 14 

utility’s assets. As the amount of NTP&S labor fluctuates, Cal Advocates used the 15 

average of the past 4 years to estimate the amount of labor expenses that should be 16 

reduced from labor expense estimations.10 Cal Advocates found that for every $1 spent 17 

paying regular time NTP&S labor, an expense of about $0.45 in SJWC overtime labor is 18 

incurred.  19 

Table 1-4 shows yearly total and average NTP&S hours worked that violated the 20 

Commission’s NTP&S rules. Table 1-5 shows yearly total NTP&S labor expenses that 21 

violated the Commission’s NTP&S rules and the average of annual labor expense totals 22 

that should be removed from future expense forecasts. 23 

 
9 D.11-10-034, p.A-12, section X.B. “A utility may only offer on the open market the following products 
and services: 
1. Existing products and services offered by the utility pursuant to tariff; 
2. New products and services that are offered on a tariffed basis; and 
3. Products and services that are offered on a non-tariffed basis (NTP&S) and that meet the following 
conditions: 
a) The NTP&S utilizes a portion of the excess or unused capacity of a utility asset or resource” 
10 4 years were used instead of 5 because Cal Advocates did not have a full hourly log data set that 
included overtime worked for SJWC non-NTP&S labor for all of 2016.  
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Table 1-4: Total Disallowed NTP&S Hours 1 

Year 
Cupertino 

Lease 
All other NTP&S Annual Total 

2017 487.25 2390.25 2877.5 
2018 252 2988.25 3240.25 
2019 717.75 2634 3351.75 
2020 256.5 2077 2333.5 

Average 428.4 2522.4 2950.8 
 2 

Table 1-5: Total Disallowed NTP&S Labor Expense ($) 3 

Year 
Cupertino 

Lease 
All other NTP&S Total 

2017 $55,436.12  $104,722.49  $160,158.61  

2018 $10,965.85  $141,511.90  $152,477.75  

2019 $29,906.29 $121,643.83 $151,550.12 

2020 $12,856.85 $99,566.07 $112,422.92 

Average $27,291.28 $116,861.07 $144,152.35 

 4 

The Commission should reduce SJWC’s required revenue annual labor expense 5 

estimates by $144,152. 6 

C. Cupertino Lease O&M 7 

SJWC is using more than just excess capacity employee labor providing O&M 8 

services for the Cupertino Lease. The Cupertino Lease is a contract between SJWC and 9 

the City of Cupertino wherein SJWC rents Cupertino’s water system and provides 10 

various O&M services such as system repairs and customer billing.11 As mentioned in 11 

Section B above, SJWC is using more than just excess SJWC employee labor to perform 12 

its NTP&S, and that cost is being borne by SJWC’s customers. Cupertino’s current lease 13 

 
11 Attachment 1-5: City of Cupertino Water System Lease 
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prohibits O&M costs (including labor) from being billed to the City of Cupertino.12 In 1 

order for SJWC to comply with NTP&S Rule X, all the labor provided for the Cupertino 2 

O&M must come solely from excess capacity. SJWC is using more than its unused labor 3 

capacity to perform Cupertino’s O&M. Using this labor asset for Cupertino’s O&M can 4 

adversely affect the quality and reliability of SJWC’s tariffed services by spreading the 5 

labor force too thin.  6 

A simple comparison between the number of SJWC employees and Cupertino 7 

O&M employee equivalents, adjusted for the number of connections in each system is 8 

shown in Table 1-6 below: 9 

Table 1-6: Labor ratio comparison 2019 10 

 Cupertino SJWC 

Employees 2.313 22114 

Connections 4,48815 219,04416 

Employees/Connection 0.0005 0.0010 

 11 

The estimated difference in ratios of employees per connection indicates a severe 12 

lack of O&M in the Cupertino system. It is unreasonable to assume that SJWC’s 13 

employees can feasibly perform the O&M of Cupertino’s 4,488 connections using solely 14 

their excess hours. 15 

If the current lease as-is were to be signed today, it would not qualify as an 16 

NTP&S revenue source under Rule X.B.3 which states that: 17 

Products and services that are offered on a non-tariffed basis (NTP&S) 18 
and that meet the following conditions: 19 
a) The NTP&S utilizes a portion of the excess or unused capacity of a 20 
utility asset or resource; 21 

 
12 Attachment 1-5, Section 7.A of Cupertino Lease signed October 1, 1997 
13 Calculated by dividing the total number of Cupertino O&M hours worked in 2019 by 2,080 hours. 
2,080 hours is calculated by multiplying 40 hours/week by 52 weeks/year. 
14 From SJWC 2019 Annual Report, Schedule C-3 
15 Attachment 17, pg 47, 2017 data 
16 Attachment 17, pg 47, 2017 data 
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… 1 
c) The involved portion of such asset or resource may only be used to 2 
offer the product or service on a non-tariffed basis without adversely 3 
affecting the cost, quality or reliability of tariffed utility products and 4 
services… 5 

  6 

SJWC is using more than excess labor capacity to provide the Cupertino Water 7 

System with O&M services. Any lease that SJWC signs with the City of Cupertino in the 8 

future needs to have provisions to adequately compensate SJWC for the employee hours 9 

worked in service of Cupertino’s O&M. Until the end of the current Cupertino lease in 10 

2022, the Commission should require SJWC to remove any non-excess capacity labor 11 

spent in service of Cupertino’s O&M from SJWC’s required revenue. 12 

 If the Cupertino Water System Lease is not renewed, the total annual NTP&S 13 

revenue should be reduced from $1,035,656 to $623,020 after 2022. Removing the 14 

Cupertino Water System Lease revenue from the total NTP&S revenue causes this 15 

reduction. 16 

Additionally, SJWC provided fragmented records of the requested employee labor 17 

spent on O&M services for Cupertino and other NTP&S Services. The initial GRC 18 

application reports some NTP&S labor but does not include any spent on the Cupertino 19 

O&M.17 Cal Advocates submitted two follow-up DRs,18 but some of the NTP&S labor 20 

data provided was still incomplete for 2015 and 2016. On March 18, 2021, Cal 21 

Advocates received an update to the report of 2015 and 2016 NTP&S labor.19 Cal 22 

Advocates’ estimates are based on the staggered information provided by SJWC in 23 

response to DR inquiries. 24 

 
17 Exhibit J – Attachment 18, pg 1207-1285 
18 SJWC Response to DR NM-001 and DR NM-005 
19 SJWC Requested Revision to Q.6 of DR NM-005 
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IV. Conclusion 1 

The Commission should increase the NTP&S revenue ratepayer share forecast 2 

from $848,379 to $1,035,656, with the provision that if SJWC’s Cupertino Lease is not 3 

resigned, the annual revenue ratepayer share forecast should be reduced to $623,020 after 4 

2022. The Commission should disallow $144,152 in annual SJWC labor expense 5 

estimates, because SJWC’s NTP&S labor expenses have exceeded excess labor capacity, 6 

a cost which is currently being borne by SJWC’s customers in violation of the 7 

Commission’s NTP&S rules. The Commission should ensure that SJWC’s Cupertino 8 

Lease, if it is re-signed, contains provisions that adequately compensate SJWC for 9 

NTP&S labor provided and does not violate the Commission’s NTP&S rules.  10 

Table 1-7 below compares SJWC’s proposed annual NTP&S ratepayer share 11 

revenue for TY 2022 and escalation years 2023 and 2024 with Cal Advocate’s 12 

recommended annual NTP&S ratepayer share revenue. Table 1-8 shows yearly total 13 

NTP&S labor expenses that violated the Commission’s NTP&S rules and the average of 14 

annual labor expense totals that should be removed from future expense forecasts. 15 

Table 1-7: NTP&S Annual Revenue Ratepayer Share Comparison 16 

SJWC Proposed 
Revenue 

Cal Advocates 
Proposed 
Revenue 

Cal Advocates 
Proposal as % 

of SJWC 
Proposal 

$848,379 $1,035,656 122.1% 
 17 

Table 1-8: Total NTP&S Labor Expense Reduction ($) 18 

Year 
Cupertino 

Lease 
All other NTP&S Total 

2017 $55,436.12  $104,722.49  $160,158.61  

2018 $10,965.85  $141,511.90  $152,477.75  

2019 $29,906.29 $121,643.83 $151,550.12 

2020 $12,856.85 $99,566.07 $112,422.92 

Average $27,291.28 $116,861.07 $144,152.35 
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 1 

[END OF CHAPTER]  2 
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ATTACHMENT 1-1: STATEMENT OF 
QUALIFICATIONS 
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STATEMENT OF QUALIFICATIONS – NIAMH MURPHY  1 

Q1. Please state your name, business address, and position with the California Public 2 

Utilities Commission (“Commission”). 3 

A1. My name is Niamh Murphy and my business address is 505 Van Ness Avenue, 4 

San Francisco, California 94102. I am a Utilities Engineer in the Water Branch of 5 

the Public Advocates Office.  6 

Q2 By whom are you employed and in what capacity? 7 

A2.  I am employed by the Commission as a Utilities Engineer within the Water 8 

Branch of the Public Advocates Office.  9 

Q3. Please summarize your education background and professional experience. 10 

A3. I graduated from University of Washington with a Master’s degree in Civil 11 

Engineering in 2019. In 2016, I graduated from UC Berkeley with a B.S. in 12 

Environmental Science and a minor in Energy Resources. I joined the Public 13 

Advocates Office Water Branch in 2020. 14 

Q4. What is your responsibility in this proceeding? 15 

A4. I am responsible for providing testimony for Non-Tariff Products and Services, 16 

Balancing and Memorandum Accounts, and portions of Plant regarding 17 

generators. 18 

Q5. Does this conclude your prepared direct testimony? 19 

A5. Yes, at this time.20 
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